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(tenant payment, security deposits, 
payments under § 891.435(c), or govern-
mental payments under other pro-
grams), the Owner shall not be entitled 
to collect vacancy payments to the ex-
tent these collections from other 
sources plus the vacancy payment ex-
ceed the approved per unit operating 
cost. 

§ 891.450 HUD review. 
HUD shall conduct periodic on-site 

management reviews of the Owner’s 
compliance with the requirements of 
this part. 

Subpart E—Loans for Housing for 
the Elderly and Persons with 
Disabilities 

§ 891.500 Purpose and policy. 
(a) Purpose. The program under sub-

part E of this part provides direct Fed-
eral loans under section 202 of the 
Housing Act of 1959 (42 U.S.C. 1701q) for 
housing projects serving elderly or 
handicapped families and individuals. 
The housing projects shall provide the 
necessary services for the occupants 
which may include, but are not limited 
to: Health, continuing education, wel-
fare, informational, recreational, 
homemaking, meal and nutritional 
services, counseling, and referral serv-
ices, as well as transportation where 
necessary to facilitate access to these 
services. 

(b) General policy. A loan made under 
subpart E of this part shall be used to 
finance the construction or the sub-
stantial rehabilitation of projects for 
elderly or handicapped families, or for 
the acquisition with or without mod-
erate rehabilitation of existing housing 
and related facilities for group homes 
for nonelderly handicapped individuals. 

(c) Applicability. Subpart E of this 
part applies to all fund reservations 
made before October 1, 1990, except for 
loans not initially closed that were 
converted to capital advances. Specifi-
cally, § 891.520 through 891.650 of sub-
part E apply to projects for elderly or 
handicapped families that received res-
ervations under section 202 of the 
Housing Act of 1959 (12 U.S.C. 1701q) 
and housing assistance under section 8 
of the United States Housing Act of 
1937 (42 U.S.C. 1437 et seq). Sections 

891.655 through 891.790 of subpart E 
apply to projects for nonelderly handi-
capped families receiving reservations 
under section 202 and project assist-
ance payments under section 202(h) of 
the Housing Act of 1959. 

§ 891.505 Definitions. 

For the purposes of this subpart E: 
Act means section 202 of the Housing 

Act of 1959, as amended (12 U.S.C. 
1701q). 

Borrower means a private nonprofit 
corporation or a nonprofit consumer 
cooperative that may be established by 
the Sponsor, which will obtain a Sec-
tion 202 loan and execute a mortgage in 
connection therewith as the legal 
owner of the project. ‘‘Borrower’’ does 
not mean a public body or the instru-
mentality of any public body. The pur-
poses of the Borrower must include the 
promotion of the welfare of elderly 
and/or handicapped families. No part of 
the net earnings of the Borrower may 
inure to the benefit of any private 
shareholder, contributor, or individual, 
and the Borrower may not be con-
trolled by or under the direction of per-
sons or firms seeking to derive profit 
or gain therefrom. Because of the non-
profit nature of the Section 202 pro-
gram, no officer or director, or trustee, 
member, stockholder or authorized 
representative of the Borrower is per-
mitted to have any financial interest 
in any contract in connection with the 
rendition of services, the provision of 
goods or supplies, project management, 
procurement of furnishings and equip-
ment, construction of the project, pro-
curement of the site or other matters 
whatsoever. 

Elderly family means: 
(1) Families of two or more persons 

the head of which (or his or her spouse) 
is 62 years of age or older; 

(2) The surviving member or mem-
bers of any family described in para-
graph (1) of this definition living in a 
unit assisted under subpart E of this 
part with the deceased member of the 
family at the time of his or her death; 

(3) A single person who is 62 years of 
age or older; or 

(4) Two or more elderly persons liv-
ing together, or one or more such per-
sons living with another person who is 
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